COMMONWEALTH OF KENTUCKY
BEFQRE THE PUBLIC SERVICE COMMISSION

In the Matter of:

AN EXAMINATICN BY THE PUBLIC SERVICE
COMMISSION OF THE APPLICATION OF THE
FUEL ADJUSTMENT CLAUSE OF LOUISVILLE
GAS AND ELECTRIC COMPANY FROM

NOVEMBER 1, 1990 TO OCTOBER 31, 1992

CASE NO. 92-494
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Pursuant to Commission Regulation 807 HKAR 5:056, the
Commisslon on December 4, 1992 established this case to review and
evaluate the operation of the Fuel Adjustment Clause ("FAC") of
Loulsville Gas and Electric Company ("LG&E") for the 2 years ended
October 31, 1992, and to determine the amount of fuel cost that
should be transferred (rolled-in) to its base rates to reestablish
its FAC charge.

As part of its review, the Commission ordered LG4¢E to submit
certain information concerning 1lts fuel procurement, ita fuel
usage, and the operation of its FAC, LG&E submitted this
information on December 18, 1992, A public hearing was held in
this case on February 18, 1993 at which Marty Blake, Greg Cantrell,
Mark McAdams, Steve Seelye, and Greg Winter, LG&E officials,
testified,.

LG&E proposed that the month of February 1991 be used by the
Commission as the base period (test month) for the purpose of
arriving at the base fuel cost [F(b)) and the KWH Sales [S(b)]

components of its FAC, It further proposed that its base fuel cost



be changed to 12.57 mills per KWH, the actual fuel cost for the
proposed base period. LGSE's current base fuel cost is 13.19 mills
per KWH.

In establishing the appropriate level of base fuel cost to be
included in LG&E's rates, the Comnission must determine whether the
proposed base period fuel cost per KWH ls representative of the
level of fuel cost currently being experlenced by LG&E. The
Commisasion's review of generation mix, generation unit outages, and
generation unit availablility discloses that the month of February
1991 is a reasonably representative generation month for LG&E, The
analysis of LG&E's monthly fuel c¢lause fllings showed that the
actual fuel cost incurred for the 2~year perlod in question ranged
from a low of 10.44 mills per KWH in November 1991 to a high of
13.40 mills per KWH in December 1990, with an average cost for the
period of 11.71 mills per KWH. Based upon this review, the
Commission £inds that LG&E has complied with Commission Regulation
B07 KAR 5:056 and that the proposed base period fuel cost of 12,57
mills per KWH should be approved.

In implementing a new base periocd fuel cost, the Commlssion
recognizes that cycle billing creates the potential for
underrecovery of fuel costs, LG&E bills its customers on a dally
cycle basis, Customers are billed only after service is received.
The average LG&E customer has a billing period which straddles 2
calendar months. As a result, the customer's monthly bill is
partially for usage in the current calendar month and partially for
usage in the prior calendar month. As the change in the base
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period fuel cost will occur during the billling paricd, not at itas
beginning, LG&E faces the prospect of assessing its customers a
fuel adjustment charge based on an incorrect base period fuel cost
for a portion of the billing period.

This problem ia compounded by the lag in billing customers for
the FAC rate. ECach customer incurs a FAC charge with every billing
period. Because of the time required to calculate the precige
charge for that billing period, however, the charge incurred is not
actually billed until twe billing periocds later.!

The Commiasion has faced this problem in prior cases? and has
found that, while no precise solution exists, a reasonable solution
is to average the base perlod fuel cost prior to and after roll-in
in computing the fuel adjustment charge for the billing pericd in

which the new base perlod fuel cost {after roll-in) becomes

! Consider the following example: The new base perlod fuel cost
is eptabllished as 12.57 mills per KWH effective for service
rendered on and after July 1, 1993. Assume the actual fuel
costs for May and June 1993 are 14.19 and 15.19 mills per KWH,
respactively. Since half of May sales are billed in May and
the other half i1s billed in June, the base fuel cost of 13,19
mills per KWH would apply to both months, Thus, the
applicable fuel adjustment charge for May would be 1,00 mills
per KWH (14.19 - 13.19) and would be recoverable from
customers beginning with the first cycle billed ln July 1993,
The recovery of June fuel costs would not be as easlily
computed since that half of the sales billed in June would be
subject to the old base fuel cost of 13.19 mills per KWH and
the other half would be subject toc the new base fuel cost of
12.57 mills per KWH,

2 See, e.g., Case No, 8056, An Examination By The Public Service
EEmqusion Of The Applicatiocn Of The Fuel Adjustment Clause Of
Loutsville Gas And Electric Company Pursuant To 807 KAR
5:056E, Sections 1(11) and (12).
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effective.’ The use of this procedure in the case at bar, the
Commission believes, will eliminate any material impact on LGLE and
its customers from the roll-in of the fuel cost to base rates.

The Commission, having considered the evidence of record and
belng otherwise sufficiently advised, finds that:

1, LG&E has complied with the provisions of 807 KAR 5:1056.

2., The test month of February 1991 should be used as LG&¢E's
base period for this review,

3, LG4E's proposed base period fuel cost of 12.57 mills per
KWH should be approved.

4. The establishment of a base fuel cost of 12,57 mills per
KWH requires a transfer (roll-in) of <,62> mills per KWH from the
FAC rate to LG#E's base rates and can best be accomplishad by a
uniform decrease in all energy charges.

5., The rates and charges iln Appendix A reflect the transfear
(roll=in) to base rates of the differentlal between the current
base fuel cost of 13.19 mills per KWH and the propoged fuel coat of
12.57 mllls per KWH.

J Applying this method to the oxample pregented in Note 1, the
base fuel cost for June would be the average of the base fuel
cost after roll-in of 12.57 mills per KWH and the base fuel
cost before roll-in of 13.19, or 12,88, Thus, the fuel
adjustment charge for June would be 2.31 mills per KWH (15.19
- 12.88) and would be recovered from the customers beginning
with the £first cycle billed in August.
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6. The rates in Appendix A, attached hereto and incorporated
herein, are fair, just and reasonable and should be approved for
gervice rendered on and after July 1, 1993,

7, The PAC rate for May 1993, which will be billed in July
1993, should be computed using the bage fuel cost prior to roll-in
of 13.19 mills per KWH,

8. The PFAC rate for June 1993, which will be billed in
August 1993, should be computed using a base fuel cost of 12.88
mills per KWH, the average of the base fuel costs prior to and
after roll=-in.

9. The FAC rate for July 1993 and succeeding months should
be computed uging the base fuel coat of 12,57 mills per KWH.

IT IS THEREFORE QRDERED that:

1. The charges collected by LG&E through the FAC for the
period November 1, 1990 through October 31, 1992 be and they hereby
are approved,

2., LG&E's proposed base periocd fuel cost of 12.57 mills per
KWH be and it hereby is approved.

3. The rates in Appendix A are falr, just and reasonable and
are approved for service rendered on and after July 1, 1993,

4. The current base rate of 13.19 mills per KWH shall be
used to compute the FAC rate for May 1993.

5, The average base fusl cost of 12.88 mills per KWH shall
be ugsed to compute the FAC rate for June 1993.

6. The base fuel cost of 12,57 mills per XWH shall be used
to compute the FAC rate for July 1993 and succeeding months,
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7. Within 30 days from the date of thia Order, LG4«E ghall
file with this Commission its revised tariff sheets setting out the

rates approved herein,

Done at Frankfort, Kentucky, this 5th day of April, 1993,

PUBLIC SERVICE COMMISSION

L_tesabe

%mm/

Vice Chalrman

ATTEST:

’QWM%

Executive Director




APPENDIX A
APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE
COMMISSION IN CASE NO. 92~4%4 DATED April 5, 1993
The following rates and charges are prescribed for the
customers in the area Berved by Louisville Gas and Electric
Company. All other rates and charges not specifically mentioned
herein shall remain the same as those in effect under authority of
this Commission prior to the effective date of this Order.
ELECTRIC SERVICE

RESIDENTIAL RATE

(RATE SCHEDULE R)
Rate!
Winter Rate: (Applicable during 8 monthly billing
periods of October through May)
First 600 kilowatt-hours per month 5.749¢ per KWH
Additional kilowatt-hours per month 4.426¢ per KWH
Summer Rate; (Applicable during 4 monthly billing
periods of June through September)
First 600 kilowatt-hours per month 6.237¢ per KWH
Addlitional kilowatt-hours per month 6.411¢ per KWH
WATER HEATING RATE
{(RATE SCHEDULE WH)
Rate:
4.180¢ per kilowatt-hour
GENERAL SERVICE RATE
RATE EDULE GS
Rate:

Winter Rate: (Applicable during 8 monthly billing
periods of October through May)

All kilowatt-hours per month 6.160¢ per KWH



Summer Rate: (Applicable during 4 monthly billing
periods of June through September)

All kilowatt-hours per month 6.945¢ poer KWH

SPECIAL RATE FOR ELECTRIC SPACE HEATING SERVICE

Rate:

For all consumption recorded on the separate meter during the
heating season the rate shall be 4.409¢ per kilowatt-hour.

LARGE COMMERCIAL RATE
—(RATE_SCHEDULE LCY

Rate:

Energy Charge:

All kilowatt-hours per month 2,.978¢ per KWH

LARGE COMMERCIAL TIME-OF-DAY RATE

Rate:

Energy Charge:

All kilowatt-hours per month 2,978¢ per KWH

INDUSTRIAL POWER

(RATE_SCHEDULE LF)
Rate:
Energy Charge:
All kilowatt~hours per month 2.550¢ per KWH
INDUSTRIAL POWER TIME-OF-DAY RATE
RA H -
Rate:

Energy Charge:

2,550¢ per KWH



QUTDOOR LIGHTING SERVICE
— [RATE SCHEDULE OL)

L
Rates:
TYPE OF UNIT RATE PER MONTH PBER UNIT
OVERHEAD SERVICE
Installed Installed
Prior to After
Mercury Vapor Janyary 1, 1991 December 31, 1990
100 watt $ 6.86 $ =-0-
175 watt 7.73 9.12
250 watt 8.73 10.16
400 watt 10.55 12.11
1000 wWatt 19.11 21.71
High Pressure Sodium Vapor
100 Watt $ 7.62 § 7.62
150 Watt 9.74 8.74
250 Watt 11.46 11.46
400 watt 12.02 12.02
1000 watt -0=- 28.48
UNBERGROUND SERVICE
Mercury Vapor
100 Watt - Top Mounted $12.01 $12.74
175 Watt - Top Mounted 12.74 13.70
High Pressure Sodium Vapor
70 Watt - Top Mounted S$10.70 $10.70
100 wWatt - Top Mounted 14,13 14.13
150 Watt - Top Mounted =0~ 17.12
150 wWatt 19.25 19,25
250 Watt 22.03 22,03
400 wWatt 24.17 24.17
1000 watt -0~ 54,36



Rates:

PUBLIC STREET LIGHTING SERVICE

TE

H

PSL)

TYPE OF UNIT

OVERHEAD SERVICE

Mercury vVapor

100
175
250
400
400
1000

100
150
250
400
1000

UNDERGROUND SERVICE

Mercury Vapor

100
175
175
250
400
400

70
100
150
150
250
250
400

RATE PER MONTH PER UNIT

Inatalleq Installed
Prior to After
January 1, 1991 December 31, 1930
watt $ 6.16 $ =-0-
Watt 7.18 8.94
wWatt 8.13 9.99
wWatt 9.66 11.94
Watt (Underground Pole) 14.07 -0-
wWatt 17.80 21.46
High Pressure Scdium Vapor
Watt $ 7.37 $ 1.37
watt 8.80 8.80
wWatt 10.50 10.50
Watt 10.84 10.84
wWatt -0~ 24.64
watt - Top Mounted $10.11 $12.48
Watt - Top Mounted 11.02 13.52
watt 15.00 21.36
watt 15.98 22.41
watt 18.73 24.36
Watt on State of KY Pole 10.96 -0-
High Pressure Sodium Vapor

wWatt - Top Mounted $10.70 $10.70
Watt - Top Mounted 11.10 11.10
wWatt ~ Top Mounted -0~ 16.42
wWatt 19,24 19.24
Watt 20.35 20.35
Watt on State of KY Pole 10.31 -0~
Watt 21.71 21.71
Watt -0- 50,52

1000



Incandescent

1500 Lumen % 8,25 $ -0-
6000 Lumen 10.76 -0~

STREET LIGHTING ENERGY RATE
{RATE EDULE SLE

Rate:
3.812¢ per kilowatt-hour
TRAFFIC LIGHTING ENERGY RATE
RAT HEDULE TLE
Rate:
4.826¢ per kilowatt-hour
SPECIAL CONTRACT FOR ELECTRIC SERVICE
ARBIDE SP AL CONTRACT
Energy Charge
All KWH 1.782¢ per KWH

SPECIAL CONTRACT FOR ELECTRIC SERVICE

E. 1. DUPONT DE NEMOURS SPECIAL CONTRACT

Energy Charge

All KWH 1.850¢ per KWH

SPECTAL CONTRACT FOR ELECTRIC SERVICE
FORT KNOX SPECIAL CONTRACT

Energy Charge

All KWH 2.444¢ per KWH



SPECIAL CONTRACT FOR ELECTRIC SERVICE

LOUISVILLE WATER COMPANY SPECIAL CONTRACT

Enerqy Charge

All KWH 1.976¢ per KWH



